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Executive Summary

The coronavirus disease (COVID-19) pandemic is a major global crisis requiring national, regional,

and global intervention. Economic losses resulting from the crisis in Asia and the Pacific could reach

$1.7 trillion-$2.5 trillion under different containment scenarios, according to the Asian Development Bank
(ADB), and between 90 million and 400 million people in Asia and the Pacific could be pushed back into
poverty, living on less than $3.20 a day. Governments and international financial institutions are expected

to respond with unprecedented funding of at least $10 trillion. The developing member countries (DMCs)

of ADB have been under intense pressure to implement emergency response measures that address the
immediate public health risk, and ease its wider effects through social protection and business support, while
also limiting the scale of economic damage. ADB is deploying a $20 billion response package to help the
DMCs deal with the immediate impact of COVID-19.

To move forward, the DMCs must plan their recovery over the medium and long-term. In the medium term,
countries are expected to focus on economic stimulus measures to restart their economies and reengage

their workforce, as well as on accompanying reforms, such as changes in monetary policy. Over the long term,
considerations must center on the impact of COVID-19 on the countries’ development pathway, their vision for
the future, and the steps they must take, including transforming systems, institutions, and policies, to achieve that
vision. The ability to develop and implement a COVID-19 recovery plan will vary between countries, and should
be viewed in the context of what could be an even deeper global recession. Low- and middle-income countries
will have less fiscal space than high-income countries to go beyond their immediate emergency response.

Given the magnitude and uncertain duration of COVID-19, a large number of countries will need substantial
international support in addition to emergency COVID-19 support they have already received.

A strong call has been made to “build back better” and for the COVID-19 recovery to be “green,” taking
advantage of the massive expected global stimulus to tackle the ongoing climate crisis, invest in a more
sustainable and resilient future, and deliver on key international agreements including the Paris Agreement, the
Sendai Framework for Disaster Risk Reduction and the Sustainable Development Goals (SDGs). Having neither
the time nor the financial resources to deal separately with the COVID-19 and climate crises, countries must
avoid letting concerns about the economic impact of COVID-19 override the urgency of taking climate action.
The lives and livelihoods of millions of people, especially the poor and vulnerable, are already affected by climate
change, and progress in sustainable development is being undermined. Analysis done in 2019 estimated that
climate change could push an additional 100 million people globally into poverty by 2030. By 2050, it could cut
agricultural yield by up to 30%, and add more than $1 trillion each year to adaptation costs in urban areas.

The restraints imposed by governments on mobility, as well as the drop in economic activity caused by the
pandemic, have reduced global greenhouse-gas (GHG) emissions in the short term (estimates vary between

4% and 11% reduction globally in 2020). To reach the goals of the Paris Agreement, this level of reduction would
need to be sustained year on year until 2030. However, GHG emissions are likely to rebound fairly quickly,

as conditions after the global financial crisis showed. The reduction in GHG emissions in 2020 has also been
obtained through unsustainable methods—severely restricting movement and economic activity—as well as
with unacceptable human impact including illness and loss of life. Sustaining the reduction will depend greatly on
how countries choose to pursue their recovery and requires transformative changes to move away from fossil fuel
dependent economies.
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In parallel, COVID-19 has exposed systemic risks across sectors and themes—health, climate change, disasters—
and made very clear the need to deal with the underlying drivers of vulnerability, including poverty, limited
coverage of social safety net programs, weak health systems, social exclusion and structural gender inequality,
among others. The need for a fundamental re-alignment of basic systems with the values underpinning the SDGs
is clear. The lessons learned and the insights gained so far from the COVID-19 experience have made

a strong case for risk-informed decision approaches, and have led to broader recognition that risks across
different sectors and themes must be addressed holistically at a systems level.

The scale of the crisis and the associated size of the response means that decisions governments make now

will influence systems, create assets, and define development directions well into the future. Countries can use
this opportunity, and the expected stimulus, to reorient their economies toward a more strategic, low-carbon
trajectory while at the same time addressing underlying vulnerabilities, and improving the climate and disaster
resilience of communities and sectors. Recovery plans need to go beyond the immediate emergency response
and strive to lift economies out of recession in the medium term, while laying a solid foundation for long-term
prosperity. However, under great uncertainty and pressure, countries may find it challenging to consider long-
term goals over short-term payoffs. To support decision making, they must understand clearly the long-term
economic and social benefits they can derive from pursuing a low-carbon and climate-resilient recovery, as well
as how the recovery interacts with, and can support realization of, nationally determined contributions and long-
term strategies under the Paris Agreement. Countries need to adopt a transformative mindset to truly prepare
themselves for a low-carbon and resilient future, and this needs to apply to how they navigate their recovery from
the pandemic. This includes making the right type of investments, but also supporting policies to provide market
signals and economic incentives to sustain behavioral changes beyond the stimulus period.

A low-carbon, resilient pathway will not necessarily raise the level of investment spending on the recovery
effort. Rather, it will require a shift in the nature of interventions. Analysis done by the Global Commission on
the Economy and Climate in 2014 established that strong climate action by countries between 2018 and 2030
could, by 2030, generate over 65 million new low-carbon jobs, deliver at least $26 trillion in net global economic
benefits, and avoid 700,000 premature deaths from air pollution. There is a wide range of interventions that
can deliver strong economic and social benefits to achieve recovery goals, and at the same time address climate
change and improve resilience. Ample analysis exists to support this, as outlined in this technical note. For
example

* building insulation retrofits or clean energy infrastructure are labor intensive in the early stages, can
deliver high multipliers and have high returns over the long-term by driving down the cost of the clean
energy transition. One widely cited model suggests that every $1 million in spending generates 7.49
full-time jobs in renewables infrastructure and 7.72 full-time jobs in energy efficiency but only 2.65
full-time jobs in fossil fuels;

* recent economic analysis by the Climate Council of Australia (as part of its proposed Clean Job Plan),
estimates that investment in pilot-scale hydrogen facilities would unlock A$4 for every dollar of public
investment; utility-scale renewable energy would elicit A$3 of every dollar invested; and electric
vehicle infrastructure, improving the collection and processing of organic waste, and community scale
energy and storage would return A$2 for every dollar invested; and

* recent estimates suggest that the net benefit of investing in more resilient infrastructure in low- and
middle-income countries is $4 in benefit for each $1 invested.

There are widely varied options for spending stimulus funds to create jobs and jump-start economic growth. Not
all of these options will support a long-term vision of a low-carbon and resilient future, but the list of possible
recovery interventions that do is long (see the Appendix). It includes few “new” ideas. Some interventions are
already being carried out in a number of countries; others, after being assessed in the past, may have been turned
down or deferred. However, new drivers in the current pandemic situation, including changed perceptions of risk,
could boost the adoption of these measures, and the mobilization of stimulus funds could present opportunities
to speed up implementation.
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ADB has developed this technical note to help the DMCs accelerate climate and disaster resilience and low-
carbon development through the design of COVID-19 interventions in their medium-term recovery and long-
term transformation phases. The technical note describes how a large number of the recovery interventions

that are desirable with respect to delivering stimulus benefits can also improve climate and disaster resilience

or support low-carbon development. When the package includes measures directed at inequalities and
vulnerabilities exposed by the pandemic, countries gain the opportunity to drive a sustainable economic recovery,
reduce inequality, build resilience and deliver the SDGs.

Different countries will have different criteria for recovery interventions, depending on many factors such as a
country’s main economic sectors, COVID-19 experience, recovery budget, and access to international support.
However, as suggested in the literature analyzed in this technical note, interventions that will enable a “good”
economic recovery from COVID-19 share common characteristics with economic stimulus initiatives that were
successful in the past. These interventions may be designed

* to generate jobs and stimulate economic activity;

* with a short implementation timeline, so that the stimulus funds can be quickly deployed and people
can get back to work in a timely manner (and possibly with less need for safety nets);

* to be labor-intensive, particularly in the early stages;

* to promote skills development, including re-skilling unemployed workers from sectors that have been
heavily affected by COVID-19, or preparing for a low-carbon future;

* to have a strong supply chain, which could include considerations such as more localized or more
diversified sourcing; and

* to have high economic multipliers.

For a low-carbon, resilient recovery, these criteria still apply, but they should be supplemented with other
essential features that support a “build back better” approach, consider sustainability of benefits and the impact
on the medium- and long-term development pathway.

ADB has developed a framework for assessing low-carbon and resilient recovery interventions (see table in
Section I, page 17) to assist its DMCs in evaluating low-carbon and climate- and disaster-resilient interventions
for recovery. The framework provides a structured process for evaluating, and comparing, the potential of the
interventions to achieve the intended recovery. Decision-makers can use the framework, tailored to reflect

each DMC’s specific circumstances and recovery objectives, to select and prioritize a package of interventions
that will collectively achieve recovery, climate, and resilience objectives. A rapid initial assessment of potential
interventions based on a qualitative assessment of measures can be made (as shown in the table), or the
framework can be developed further to allow deeper analysis, including, for example, a separate assessment for
each phase of recovery or a quantitative assessment of the performance of recovery measures.

Governments in many countries have limited capacity to deal with COVID-19. Their revenues having been
curtailed by the crisis, they have less fiscal space for the necessary reforms and investment. ADB’s support can
be critical to recovery-related planning and implementation by its DMCs. ADB can support the DMCs to use
the assessment framework presented in this technical note, to support the design of recovery plans, including
alignment with the objectives and processes under the Paris Agreement and other key international agreements.
ADB can also support better access to opportunities under current ADB projects and programs, support in
planning institutional and policy reforms, and integration of these considerations into country partnership
strategies, as well as mobilization of finance to fund the recovery.



l. Introduction

1. The coronavirus disease (COVID-19) pandemic is a major global health, social, and economic
crisis. The developing member countries (DMCs) of the Asian Development Bank (ADB) have been under
intense pressure to implement emergency response measures that address the immediate public health risk,
and mitigate the wider impact of the crisis, through social protection and business support. To move forward,
the DMCs must plan their recovery over the medium- and long-term, while taking into account the ongoing
uncertainties related to COVID-19 and its impact. According to ADB estimates (ADB 2020b), economic
losses in Asia and the Pacific could reach $1.7 trillion-$2.5 trillion under different containment scenarios, and
between 90 million and 400 million people in Asia and the Pacific could be pushed back into poverty, living on
less than $3.20 a day. Governments and international finance institutions are set to mobilize unprecedented
funding—at least $10 trillion—in response (GCEC 2020). ADB is supporting its DMCs in responding to the
immediate impact of COVID-19 through a $20 billion response package.' As the DMCs move forward, they will
need additional assistance, including support for the private sector (ADB 2020a).

2. The COVID-19 recovery provides an opportunity to promote resilient and low-carbon
development. A strong call has been made to “build back better” and for the COVID-19 recovery to be “green,”
taking advantage of the massive expected stimulus to make investments, and accompanying policy changes, that
build resilience, tackle the ongoing climate crisis, address inequality, and deliver on key international agreements
including the Paris Agreement, the Sendai Framework for Disaster Risk Reduction and the Sustainable
Development Goals (SDGs). COVID-19 has exposed systemic risks across sectors and themes—health, climate
change, disasters—and highlighted the need to address the underlying drivers of vulnerability, including poverty,
inequality, limited social safety nets, weak health systems, and social exclusion and structural gender inequality,
among others. The scale of the crisis and the accompanying response means that decisions governments make
now will influence systems, create assets, and define development directions well into the future. The DMCs

can therefore use the recovery as an opportunity to reorient their economies toward a more strategic

low-carbon trajectory, while simultaneously addressing underlying vulnerabilities, improving the climate and
disaster resilience of communities and sectors, and accelerating delivery of the SDGs. There are a large number of
interventions that can achieve recovery goals by delivering strong economic and social benefits, and at the same
time provide climate and resilience benefits. But countries need to adopt a transformative mindset to prepare
themselves for a low-carbon and resilient future, and apply this to how they navigate their recovery from the
pandemic.

3. In responding to the crisis, governments have so far taken limited advantage of this opportunity
for more resilient and low-carbon development, particularly if their economies depend on environmentally
intensive sectors such as coal mining, fossil fuel production, commercial agriculture, and logging. One study
examined 17 stimulus packages totaling around $3.5 trillion and found that governments have largely ignored

T ADB has approved a number of technical assistance (TA) and Asia Pacific Disaster Response Fund grants, as well as various nonsovereign

operations, and worked with its DMCs to develop solutions, including emergency assistance loans and grants, to mitigate the immediate
impact of the crisis. On 18 March 2020, ADB announced a $6.5 billion package to address the immediate needs of its DMCs as they respond
to the COVID-19 pandemic. On 13 April 2020, ADB expanded its response to a total of $20 billion by making available up to $13 billion in
additional regular ordinary capital resources to finance countercyclical expenditures, and providing additional grant and TA resources.

»« »«

A variety of terms have been used in this context, e.g., “green recovery,” “green reset,” “green new deal,” and “building back better.” The term
is also used to cover a broad range of issues and measures. This technical note is specifically focused on climate and disaster resilience, as
well as low-carbon development, which can be considered a subset of a green recovery.
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the broader sustainability and resilience impact of their actions (Vivid Economics 2020). There are exceptions.
For example, the recovery measures announced so far by the People’s Republic of China include some “green”
elements, such as investments in high-speed rail, electric vehicle charging infrastructure, and ultra-high-voltage
power transmission (Gosens and Jotzo 2020). “Green” remodeling of public facilities, buildings, housing, and
manufacturing bases is part of the Republic of Korea’s recovery plan (Regalado 2020). India has allocated

$780 million toward an afforestation program designed to stimulate the rural and semi-urban economy while
providing essential ecosystem benefits (Vivid Economics 2020). These measures, however, tend to be stand-
alone elements of recovery plans, rather than being part of a unified “green” recovery approach. Furthermore,
the benefits are often overshadowed as the packages also contain so-called “brown” measures (usually in larger
proportion than green measures). Mostly, governments have tended to favor business-as-usual approaches,
providing large rescue packages for carbon-intensive industries, or worse, rolling back existing environmental
standards. In doing so, they could lock in decades of high-carbon and unsustainable development, deepening
existing inequalities (Levy, Brandon, and Studart 2020). In the Asia and Pacific region, recent analysis found that
several countries have taken decisions that lock them into a trajectory of even higher GHG emissions than what
they were on before COVID-19 occurred (Carnell, Sakpal, Pang, Mapa, and Patterson 2020).

4, This technical note provides guidance on accelerating climate and disaster resilience and
low-carbon development through the COVID-19 recovery. ADB has developed this technical note to help
its DMCs accelerate climate and disaster resilience and low-carbon development through the design of their
medium- to long-term COVID-19 recovery plans. The technical note describes how a large number of the
recovery interventions that are desirable in the context of COVID-19 can also improve climate and disaster
resilience or drive low-carbon development. When countries package these with interventions that address
the inequalities and vulnerabilities exposed by the pandemic, they gain the opportunity to drive a sustainable
economic recovery, reduce inequality, and build resilience. The note analyzes issues that the DMCs may

face when designing recovery plans, and brings out the need to build climate and disaster resilience and low-
carbon development into those plans. Potential characteristics that define a “good” recovery are identified and
integrated into an initial assessment framework that decision-makers can use in assessing and prioritizing a
package of suitable interventions. The note then considers how ADB could support its DMCs in implementing
the interventions.

3 Measures that support emission-intensive sectors or activities, would lead to an eventual increase in emissions, are potentially damaging to
nature, or do not take climate and disaster risk into account.



A. Recovery Planning Is an Opportunity to Promote Long-Term Transformation

5. Designing and financing the COVID-19 recovery is extremely challenging and will require a phased
approach. In the medium term, countries are expected to focus on economic stimulus measures to restart their
economies and reengage their workforce, as well as on accompanying reforms, such as changes in monetary
policy. Beyond this, countries must consider the impact of COVID-19 on their long-term development pathway
and the steps they need to take, including transforming systems, institutions, and policies, to achieve long-term
change based on a vision of a low-carbon and resilient future. Recovery plans must also be flexible enough to
accommodate uncertainties around the future of the pandemic—the potential for future “waves” of the disease,
the timeline for developing a vaccine, and the way in which governments, businesses, and consumers will continue
to respond, among other things. Whether current restrictions will be maintained, loosened, or dispensed with, and
how cautious firms or individuals will be in spending and engaging in activities, could alter the effectiveness

of stimulus interventions.

6. Recovery planning must build the foundation for long-term prosperity. The ability to develop and
implement a COVID-19 recovery plan will vary between countries and should be viewed in the context of what
experts predict could be a deep global recession. Low- and middle-income countries will have less fiscal space

than high-income countries to go beyond theirimmediate emergency response. Debt levels, access to lending
markets, and debt servicing costs will determine the capacity to implement fiscal measures to support the fiscal
space available (EBRD 2020). Many countries, more exposed to exchange rate and maturity risks, and having lower
credit ratings and shallower financial markets, are also likely to be less able or willing to increase the ratio of public
debt to gross domestic product (GDP). Given the magnitude and uncertain duration of the COVID-19 impact a
large number of countries will need substantial international support, in addition to emergency COVID-19 support
they have already received, which will have implications for debt and fiscal positions (Bhattacharya and Rydge
2020). Existing resources may have to be redeployed to avoid very large deficits, which would cause a surge in
national debt at a time when a sudden stop in capital inflows is a real risk. Governments will have to reexamine their
budget revenues, expenditures and sources of financing, subsidies (including those for fossil fuels), and contingent
liabilities (UNDP 2020a). The DMCs must think about all phases of the recovery and develop recovery plans that
go beyond the immediate relief packages and strive to lift economies out of recession in the medium term, while
laying a solid foundation for long-term prosperity. However, under great uncertainty and pressure, countries may
find it challenging to consider long-term goals over short-term payoffs.

B. Drivers for Integrating Climate and Resilience Considerations into the Recovery

7. Climate and disaster risks are rising and pose a serious threat to inclusive socioeconomic
development. Despite the scale of the COVID-19 crisis, as countries emerge from the initial emergency response
phase, attention must return to the climate crisis and increasing disaster risk, and to the imperative of addressing
that risk in parallel with the COVID-19 recovery. Countries do not have the time nor the financing to deal separately
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with the COVID-19 and climate crises, and they must avoid letting concerns about the economic impact of the
pandemic override the urgency of taking climate action. Climate change has resulted in prolonged heat waves,
rising coastal sea levels, changes in rainfall patterns, and more intense and frequent extreme weather events. The
lives and livelihoods of millions of people, especially the poor and vulnerable, are already affected, and progress
in sustainable development is being undermined. Analysis done in 2019 estimated that climate change could
push an additional 100 million people globally into poverty by 2030. By 2050, it could cut agricultural yield

by up to 30%, and add more than $1 trillion each year to adaptation costs in urban areas (GCA 2019). GHG
concentrations in the atmosphere are likely to keep rising, and temperatures never before experienced could

be endured in the next few decades. Current emission reduction commitments made in nationally determined
contributions (NDCs) are also insufficient, and would lead to a 3.2°C rise in temperature this century—well
above the Paris Agreement target of 1.5°C (UNEP 2019). Further, because of rapid and unplanned development,
with scant regard given to safety from natural hazards, more people and infrastructure are exposed to a wider
range of disaster risks.

8. Prior to COVID-19 there was growing support for shifting to a more sustainable, inclusive,
growth model that recognizes that climate action and economic growth can be complementary. The
pivotal Paris Agreement and Sustainable Development Goals of 2015, signaled a step up in global dedication

to addressing climate change and achieving sustainable development. Accelerating the transition to clean and
sustainable growth not only reduces the potential risk and impact of climate change, but provides an opportunity
to harness the competitive advantages from more efficient resource use, preserving natural capital, and healthier
more inclusive societies, among others. Analysis done by the Global Commission on the Economy and Climate in
2014 established that strong climate action by countries between 2018 and 2030 could, by 2030, generate over
65 million new low-carbon jobs, deliver at least $26 trillion in net global economic benefits, and avoid 700,000
premature deaths from air pollution. It also found that the $90 trillion infrastructure investment (an average of
$6 trillion per year) required by 2030, for a high-carbon economy, across transport, energy, water systems and
cities, would only need to be marginally increased by an estimated $270 billion per year for a low-carbon scenario.
Furthermore, these higher capital costs could potentially be fully offset by lower operating costs, for example,
from reduced expenditure on fuel. This cost is also small when considered in relation to the costs of inaction on
climate change (GCEC 2014). This new agenda has broad-based support from governments, intergovernmental
groups, and international institutions including Multilateral Development Banks (MDBs). For example, from the
Group of Twenty (G20) leaders who affirmed their commitment to promoting strong, sustainable, balanced and
inclusive growth (G20 2017), and the MDB’s commitment in 2017, together with the International Development
Finance Club, to align financial flows with the objectives of the Paris Agreement. Public and business support for
climate action was also gathering significant momentum before the pandemic, and businesses and the finance
sector have made important progress in incorporating climate-related risks in business planning.

9. Reductions in GHG emissions as a result of COVID-19 containment measures will not be
sustained without transformative changes. The restrictions governments have placed on mobility, and the
drop in economic activity resulting from COVID-19, have reduced global GHG emissions in the short term.
Estimates of the impact vary, because of uncertainty about the duration and extent of lockdowns, as well as the
speed of recovery. The International Energy Agency (IEA) estimates that global GHG emissions could be around
8% lower in 2020 than their level in 2019—the largest annual drop since the Second World War, and six times
larger than the reduction in 2009 due to the global financial crisis of 2008-2009 (IEA 2020a). According to the
Climate Action Tracker, a 4%-11% reduction could occur in 2020, and between 1% above and 9% below 2019
emissions in 2021, depending on the magnitude and length of the economic turndown (CAT 2020). However,
emissions are likely to rebound fairly quickly, and a short-term increase due to pent-up demand is also possible,
based on experience from the global financial crisis. Global GHG emissions fell by 1.2% in 2009; however, the
deployment of large stimulus packages was followed by a 5.9% rebound in 2010—well above the long-term
average growth in emissions of around 2% (GCP 2011). The reductions in GHG emissions in 2020 have also
been achieved through unsustainable methods, which severely restrict movement and economic activity. There
has also been illness and tragic loss of life. While some behavioral changes that reduce GHG emissions, such as
more flexible work arrangements with less travel, could stick, these will be nowhere near sufficient to achieve the
emission reductions needed to address climate change. To limit the rise in global temperatures to 1.5°C above
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pre-industrial levels, in line with the Paris Agreement, GHG emissions must drop by close to 8% every year from
2020 to 2030. This means that the emission reductions in 2020 would have to be repeated each year until the
end of the decade (CAT 2020). The degree to which countries will be able to achieve this number or come close
to it will depend greatly on how they choose to pursue their recovery. As modeling from the Climate Action
Tracker shows, the rate and speed of the COVID-19 economic recovery is secondary to the speed and the degree
to which economies transition from high- to low-carbon development (CAT 2020). Instead of focusing on
“quick wins” that favor business-as-usual approaches and will lock in decades of high-carbon and unsustainable
development, countries must look for opportunities to make transformative changes that promote a shift to a
low-carbon growth trajectory, through investments and policy reform.

10. The pandemic has heightened risk perception, and could thus create momentum for investing
in resilience. COVID-19, by virtue of its immediate and localized impact, has triggered decisive government
intervention, and a high degree of public compliance, worldwide. In contrast, climate and disaster risk has
historically not been able to generate the same level of political or public support for action, as a large number
of people feel spatially and temporally disconnected (consciously or unconsciously) from the threat. However,
the lessons learned and the insights gained so far from the COVID-19 experience have increased awareness of
all types of risks and built a strong case for making risk-informed decisions, including those required for low-
probability, high-impact events. It has also led to broader recognition that risks across different sectors and
themes need to be addressed holistically at a systems level, and that the immediate focus on reducing risks

in the health sector must take into account that sector’s links with other sectors, and the impacts on basic
services, social protection, and food security, for example. This heightened awareness of risk may increase public
support for action to address climate and disaster risk, as part of recovery and other plans, because of increased
understanding of the importance of listening to science and using it as the basis for designing the response;

the possibility that even low-probability events will occur, and their impact will escalate rapidly; the necessity
of preparedness, and, hence, the need to invest in explicit resilience-building measures at all levels—local to
global—to manage risks; and the fact that the preparation usually costs significantly less than the response
(IMF 2020). This moment of increased awareness should be seized upon; COVID-19 recovery planning is an
opportunity for governments to consider risks, including climate and disaster risk, recalibrate their priorities in
the context of changing risks, and, where necessary, improve systems, raise standards, and pursue innovative
solutions.

1. The scale-up of low-carbon and resilient investment will not compromise economic objectives.
A low-carbon, resilient recovery will not necessarily raise the required level of investment spending. Rather, it
will require a shift in the nature of spending. Most countries have a wide variety of options for spending stimulus
funds to create jobs and jump-start economic growth, but not all of these options will support a long-term
vision of a low-carbon and resilient future. However, the list of possible recovery interventions that do promote
this vision is long (see the Appendix) and includes few “new” ideas. Some interventions are already being
implemented in a number of countries; others, after being assessed in the past, may have been turned down or
deferred. However, new drivers in the current situation, including changed perceptions of risk and the importance
of managing it, could boost the adoption of these measures, or affect the way in which they are implemented.
The COVID-19 recovery could also present opportunities to speed up implementation of measures that have
already been planned, because governments are looking to make stimulus investments quickly, and to improve
the quality of investments by ensuring, for example, that countries invest in infrastructure that satisfies G20
Principles for Quality Infrastructure Investment (Qll).* To make good decisions, countries need to understand
clearly the long-term economic and social benefits they can derive from pursuing a low-carbon and climate-
resilient recovery.

4 The G20 Finance Ministers and Central Bank Governors endorsed the G20 Principles for Quality Infrastructure Investment at their meeting
in Fukuoka, Japan in 2019, and emphasized the importance of value for money to guide infrastructure investment. This comprises a broader
approach to sound project preparation practices over the project lifecycle, including the adoption of innovative technology, environmental
and social sustainability, disaster and climate resilience, and good governance for procurement transparency and robust institutions.
Investments aligned with these principles will help extend the life of infrastructure assets, increase the returns on the investment, and
enhance social welfare.
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12. There is a window of opportunity to transition toward low-carbon economies. The increased
momentum for climate action, combined with several factors that would not have existed during previous
periods of economic difficulty, can be leveraged to support, or even increase, the benefits and the feasibility
of a low-carbon resilient recovery.

* Technology options for decarbonization have significantly improved. Prices have also dropped,
particularly for renewable energy technologies, battery storage, and electric vehicles. In the
2010-2019 period, the cost of power generation decreased by 82% for solar photovoltaics, by 47%
for concentrated solar power, by 39% for onshore wind, and by 29% for offshore wind (IRENA 2020).
The cost of battery storage has likewise been significantly reduced: the current costs of lithium ion
batteries are only around 20% of their 2010 costs. In addition to utility scale generation and storage,
the significant reduction in the costs of renewables and batteries offers opportunities to improve
energy access and increase resilience in remote areas. But the drop in technology costs must be
considered in conjunction with the impact of COVID-19 on the global energy system. Lockdowns
and reduced economic activity have dramatically reduced energy consumption in 2020, contributing
to extremely low and volatile fossil fuel prices and falling electricity prices. There is less incentive to
be energy-efficient and to use renewable sources of energy. Combined with the ongoing economic
uncertainty, these factors may put investment decisions at risk.® In this scenario, stimulus support for
renewable energy will be an important part of a low-carbon and resilient recovery.

* Current historically low oil prices can support subsidy reform. Although low oil prices could make
renewables less competitive, they also present an opportunity for subsidy and fuel taxation reform,
including the removal of fossil fuel subsidies® and the introduction of carbon pricing (Dervis and
Strauss 2020). Countries could consider subsidy “swaps” as well, with fossil fuel subsidies redirected
to clean energy. The timing of such reforms could be politically sensitive, but they could also generate
valuable budget revenue. As governments emerge from the crisis, many will be looking for measures to
reduce debt and raise revenues (GCEC 2020). Numerous studies show that there are large economic
benefits to be gained from reducing fossil fuel subsidies, with revenue gains estimated at 4% of global
GDP (Coady et al. 2015), along with significant environmental and social benefits.

* Growing climate ambition can be a starting point, and recovery planning does not have to start
from scratch. In line with their commitments under the Paris Agreement, countries were getting
ready to submit new or updated NDCs in 2020. Countries have also prepared, or begun taking steps
to prepare, long-term low-carbon climate-resilient strategies (LTS).” While the current pandemic
has disrupted the process of updating NDCs in many countries, and may delay NDC submission,
the obligation to submit the climate plans remains, and there is now an opportunity to align recovery
plans with the national priorities defined in the NDCs, as well as long-term goals identified under LTS.
Investment pipelines already identified in the NDCs can be taken forward, or accelerated, through the
recovery process, thereby supporting long-term climate action aligned with national priorities. The
same rationale applies to priorities set out in the existing national adaptation plans (NAPs), national
disaster risk reduction (DRR) plans, and other related development plans.

* There is private sector support for a sustainable economic recovery from COVID-19. For
example, a statement issued by international organizations across the energy, industry, finance, and
civil society sectors, including BP, Shell, and Rio Tinto, calls for stimulus funds to be invested in “the
economy of the future” (ETC 2020). The Investor Agenda, a global investor group representing
members responsible for more than $55 trillion in assets, has warned governments to avoid focusing

5 Existing renewable energy projects are largely sheltered from lower electricity demand and falling electricity prices by fixed-price contracts

and priority access to the grid (IEA 2020c¢).
6 The IEA costed fossil fuel subsidies in 2018 at more than $400 billion globally.

NDCs are submitted every 5 years. To enhance ambition over time, the Paris Agreement provides that each succeeding NDC will represent
a progression over the previous NDC and reflect its highest possible ambition. Countries agreed that by 2020, those countries with an NDC
time frame up to 2025 would communicate a new NDC, and those with an NDC time frame up to 2030 would communicate or update an
existing NDC (Decision 1/CP.21). A decision made at the 24th Conference of Parties (COP24) in Katowice, Poland (Decision 1/CP.24), in
2018 explicitly reiterated this request to revise NDCs by 2020. Also under the Paris Agreement, countries are encouraged to formulate and
communicate Long Term Strategies, taking into account the national development context.
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on short-term, high-emitting projects, stating that “as governments pursue efforts to recover from
this economic downturn, they should not lose sight of the climate crisis. They must factor in the
foreseeable, acute, systemic and compounding climate-related economic and financial risks”
(The Investor Agenda 2020).

13. Investments must be accompanied with policy change. For the recovery measures to be sustainable,
countries must implement supporting policies that provide the right long-term economic incentives and market
signals to sustain the changes in behavior or systems beyond the period where the stimulus will be available.

The processes for policymaking need to be upgraded to better manage complexity, deploy open policy-making
approaches and apply systems and design thinking to strengthen impact and integration, while expanding
government’s ability to plan for a range of possible threats and stresses (ADB 2020c). Countries will also need

to manage the structural changes required for transitioning toward low-carbon economies, including addressing
the resulting distributional impact,® and supporting a just transition that promotes economic diversification and
inclusion.? In addition, countries may have to dismantle existing policies that discourage low-carbon and resilient
development, and, in their place:

* introduce economic incentives for low-carbon products or sectors, and remove existing disincentives
(e.g.,import duties on solar panels);

* make policy changes, such as adopting carbon pricing or tax regimes, or electric vehicle policies;

* introduce new standards or regulations, such as climate and disaster-proofing standards for
infrastructure;

* mainstream climate and disaster risk into national development planning and budgeting; and

* provide strategic support for research and development (e.g., development of climate-resilient crops)
and pilot projects (e.g., green infrastructure for flood risk management).

Experience from the global financial crisis supports the benefits of “green” stimulus but strongly confirms
the need for policy change, for the stimulus funding to be effective over the long term. There is evidence
from the 2008-2009 economic recovery that well-targeted stimulus interventions, including investments

in renewable energy, energy efficiency, and public transport and natural (green) infrastructure, generated
more jobs than traditional alternatives, and delivered high fiscal multipliers. In 2008-2009, around 16%

of the global stimulus package (of around $3.3 trillion) was spent on “green” measures, mainly in countries
within the G20. The Republic of Korea had one of the highest proportions of “green” spending, estimated at
around 79% ($59 billion) of its total stimulus package. By the third quarter of 2009, it had one of the highest
growth rates in the Organisation for Economic Co-operation and Development (OECD) (Bhattacharya and
Rydge 2020). The People’s Republic of China indicated that around a third of its stimulus spending, ($219
billion) was “green”; the United States (US) green spending was around 12% ($118 billon); and up to 60%
($23 billion) of the European Union’s collective stimulus was similarly directed at green initiatives (Jacobs
2012). Around half a million net jobs were estimated to have been created by the environmental elements
of the US stimulus package, with as many as 960,000 by the similar measures taken in the Republic of
Korea (Jacobs 2012). However, most countries did not introduce market reforms, develop complementary
policies, or remove prevailing economic incentives that encouraged emission generation and environmental
degradation, such as fossil fuel subsidies. Neither did they introduce carbon and environmental taxation or
other pollution abatement measures. As a result, the stimulus packages did not have a lasting impact after
they were withdrawn (Mission 2020). Additionally, as the proportion of spending on green measures varied
widely between countries, effectiveness in “greening” the global economy was limited (Barbier 2010). The IEA
recently considered these issues and examined lessons from the global financial crisis that could be applied to

8 For example, by introducing carbon pricing together with social protection, such as using carbon revenue to compensate low-income
households.

 The Paris Agreement requires Parties to take into account “the imperatives of a just transition.” The term is variously defined, but
essentially means that development pathways, including decarbonization, ensure environmental sustainability, as well as decent work,
social inclusion, and poverty eradication. At COP24, over 50 heads of state and governments signed the Silesia Declaration on Solidarity
and Just Transition, which reaffirmed this commitment to just transition, and the relationship between responses to climate change and
equitable sustainable development and poverty eradication. A just transition that ‘leaves no one behind’ is also directly linked to SDGs
such as SDG7 (Affordable and Clean Energy), SDG8 (Decent Work and Economic Growth), SDG10 (Reduced Inequalities), and SDG13
(Climate Action).
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the COVID-19 recovery. According to the IEA analysis, feed-in tarrifs amounting to $93 billion were the most
important policies in European Union countries for mobilizing investments in solar photovoltaic and wind energy
(IEA 2020b). Most of these were not part of the green stimulus in a narrow budgetary accounting sense but
were introduced at the same time, giving the energy system a major boost. The IEA report also concluded that
stimulus funding is most successful where funding programs are based on proven policy schemes; are targeted
at technologies that are ready for deployment; consider the wider benefits, including social, energy security, and
industrial policy objectives; and tackle structural barriers to investment.

14. Strengthening institutional arrangements and good governance will also be key to a sustainable
recovery particularly as many countries will have significantly larger public debt, and limited fiscal headroom

for many years after the pandemic and associated stimulus spending. Sound public financial management will

be important to ensure public expenditure is prioritized, accountable and efficiently delivered. This could be
challenging in an environment where decisions on stimulus spending are being made relatively quickly and under
pressure.

C. Resilient and Low-Carbon Interventions in Support of Economic Recovery

15. A package of recovery interventions with a range of characteristics is needed. Different countries
will have different criteria for recovery interventions, depending on many factors such as a country’s main
economic sectors, COVID-19 experience, recovery budget, and access to international support. However, as
suggested in the literature analyzed in this technical note, interventions that will enable a “good” economic
recovery from COVID-19 share common characteristics with economic stimulus initiatives that were successfully
launched in the past. These interventions

* are usually designed to generate jobs and stimulate economic activity, and may involve actions with a
short implementation timeline, so that the stimulus funds can be quickly deployed and people can get
back to work in a timely manner (and possibly with less need for safety nets);

* are labor-intensive, particularly in the early stages;

» promote skills development, with objectives such as re-skilling unemployed workers from sectors that
have been heavily affected by COVID-19, or preparing for a low-carbon future;

* have a strong supply chain, which could include considerations such as more localized or more
diversified sourcing; and

* have high economic multipliers.

For a low-carbon, resilient recovery, these criteria still apply, but need to be supplemented with other essential
features that support a “build back better” approach to stabilizing the economy, building resilience, and improving
the quality of life in the long term (IMF 2020; Jotzo, Longden, and Anjum 2020; OECD 2020; Green Stimulus
Proposal 2020). Countries are likely to a have a variety of options for public spending and investment that can
create jobs and have high economic multipliers, but these short-term requirements must be assessed in parallel
with long-term outcomes centered on building resilience, decarbonizing economies, and delivering on the SDGs,
including

* measures that contribute to the productive asset base, e.g., by providing climate- and disaster-resilient
infrastructure, or by improving digital communications;

* promote long-term transformation, e.g., by supporting innovation or re-skilling; and

* have positive social and environmental outcomes.
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COVID-19 has led to asymmetric socioeconomic impact across sectors, within and between countries.
Therefore, where possible, recovery interventions should be directed at affected groups or regions, foster
equitable growth and investments, and provide fairer access to employment opportunities. This is particularly
critical in addressing the gender-related implications for women and girls, particularly those from vulnerable
groups. Different countries may adopt more nuanced requirements, or define different criteria for different
phases of recovery or for different regions or sectors (e.g., specific environmental objectives such as reducing
air pollution or improving biodiversity), but if a clear vision has been set for a recovery leading to a low-carbon,
climate- and disaster-resilient future, it will help to ensure that all of the defined criteria support this unified
approach. In view of the scale of the current crises, and the various phases of recovery, countries will need to
implement a package of recovery interventions that collectively cover all of the desired characteristics. Besides
providing the required stimulus, the intervention package must also address the underlying barriers to ensure that
the intended changes are sustained.

16. Low-carbon and resilient interventions can support a sustainable economic recovery, address
vulnerabilities, and build resilience. A number of low-carbon and resilient recovery interventions, including
direct investment as well as policy reform and capacity building (hard and soft measures), have been identified
(see the Appendix). Analysis shows that many of these interventions have the abovementioned characteristics
underpinning a “good recovery”. Or

* Clean energy investment performs well against the characteristics of a “good recovery,” as
well as delivering climate and development benefits. For example, building insulation retrofits and
clean energy infrastructure are labor-intensive investments in their early stages, and can deliver high
multipliers and have high returns over the longer term by driving down the cost of the clean energy
transition. One widely cited model suggests that every $1 million in spending generates 7.49 full-time
jobs in renewable energy infrastructure and 7.72 full-time jobs in energy efficiency, but only 2.65
full-time jobs in fossil fuels (Garrett-Peltier 2017). Strengthening women’s roles and employment in
renewable energy can also contribute to the achievement of several SDGs.

* Green investments have high economic multipliers. According to recent estimates made by the
Climate Council of Australia (as part of its proposed Clean Jobs Plan), every A$1invested by the
government in pilot-scale hydrogen facilities unlocks A$4 in social value; utility-scale renewable
energy returns A$3 of every dollar invested; and electric vehicle infrastructure, improved organic
waste collection and processing, and community-scale energy and storage returns A$2 for every dollar
invested (Climate Council and AlphaBeta Australia 2020). Investment in restoration can give rise
to a variety of new income streams, which could boost smallholder farmers’ incomes, and restoring
a mere 12% of the world’s degraded agricultural land could feed 200 million people by 2030, while
also strengthening climate resilience and reducing emissions (GCEC 2014). Green investment offers
opportunities to increase the proportion of green jobs held by women and improve their participation
in the workforce.

* Investment in low-carbon infrastructure yields dividends. Because of technological advances
and the long-term reduction in the cost of renewable energy and other clean technologies, the
benefits could exceed those obtained in previous economic recoveries. Many countries, enjoying
the unintended benefit of reduced air pollution amid this pandemic, may be willing to give priority
to maintaining clean air in their economic recovery plans. Other measures that support the
decarbonization of the electricity system, such as distributed generation and storage and a more
flexible power system, can also improve resilience to future shocks, including climate and disaster
shocks. Better access to electricity, through off-grid or mini-grid renewable systems, can have many
benefits as well for employment, well-being, health, and societal resilience, besides enhancing
affordability, reducing the environmental footprint, and cutting network infrastructure costs.

* Greater use of digital technologies can promote decarbonization and increase resilience
while also supporting recovery. An example would be the increased use of digital technologies
for supply chain management to improve resilience, reduce the risk of supply chain disruptions, and
address vulnerabilities exposed by COVID-19, while at the same time improving resource and energy
efficiency, with potential reductions in GHG emissions.
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* Preserving and investing in natural capital can address medium-term needs while laying the
groundwork for long-term change. Protecting natural capital, such as mangroves in coastal areas,
to lessen the impact of storm surges, and conserving water retention ponds to reduce flooding,
brings natural features into the built landscape for environmental sustainability. Such interventions
can be funded through public works programs as part of active labor market programs, which are
likely to be prevalent in the recovery context. These programs, possibly headed by local authorities in
consultation with the community, can take sustainable approaches to local employment generation
that are community-owned and community-driven. For example, evidence shows that protecting
mangroves in coastal areas of Viet Nam has various benefits, including keeping low-lying areas safe
from storm surges with the help of dikes, growing forests, and generating additional income for coastal
communities through aquaculture products (IFRC 2010). Investing in natural capital for resilient
recovery can also have poverty reduction, enhanced development, and other welfare co-benefits, each
of which is critical to the COVID-19 recovery. Women also have a key role in biodiversity conservation,
and in the promotion of natural capital.

* Investment in resilient infrastructure is cost-efficient and has a high economic multiplier.
Public spending on infrastructure is a common feature of economic stimulus packages, and is likely
to be an area of significant investment in the COVID-19 recovery in many countries. While the
incremental costs of making infrastructure resilient to future shocks and stresses may vary depending
on project location, scale, and complexity, these costs are largely found to improve the profitability
of the investments. Recent estimates suggest that investing in more resilient infrastructure in low-
and middle-income countries produces a net benefit of $4 for each dollar invested. Climate change
makes action on resilience even more necessary and attractive: on average, the net benefits of taking
resilience measures are doubled. However, spending on infrastructure will only deliver these benefits
if the barriers to delivering resilient infrastructure are addressed, including making project preparation
efficient and effective, and ensuring the focus is on “spending better” (Hallegatte, Rentschler, and
Rozenberg 2019). The IMF reviewed public investment management frameworks of 30 low- and
middle-income countries, and it concluded that 30% of potential economic benefits of public
investments are lost due to inefficiencies in the public investment process (IMF 2018). Governments
need support to prepare high-quality projects in line with the G20 QII Principles to ensure efficiency,
affordability and sustainability.

* Climate- and disaster-resilient agriculture value chains can provide employment and bring
about transformational change. The pandemic has brought to light the importance of resilient value
chains in agriculture. In many of the DMCs, the sector provides most of the needs of a large proportion
of the population and employs more female workers than any other sector. Investing in value chains
that are more resilient to different types of shocks and stresses, including climate- and disaster-related
shocks, will be critical to the recovery process. An important aspect of resilience-building activities will
be promoting localized supply chains, thus helping to reduce GHG emissions, strengthening the local
economy, and directly contributing to the well-being of the local population. Investments in resilient
supply chains must look beyond production and include a range of risk management measures
to inform inputs, processing, marketing, and consumption. They should also build awareness of
sustainable agricultural practices among farmers and make them more capable of transitioning to such
practices. Targeted and gender-responsive interventions should be carried out in both rural and urban
areas, given their different vulnerabilities.

Improved preparedness and early warning systems produce long-term benefits. COVID-19 has
likewise drawn attention to the need to improve preparedness to deal with shocks related to health

or other emergencies. Investments in improved local preparedness and in end-to-end early warning
systems can generate significant benefits and can be transformative. For example, investments in both
physical and institutional resilience, including forecasting and early warning capabilities, enabled the
evacuation of around 1 million people from low-lying areas to cyclone shelters, schools, and other safe
buildings before Tropical Cyclone Fani hit the state of Odisha in India, in May 2019. Consequently, only
89 people died, compared to the 10,000 deaths that occurred when the same state was battered by a
super cyclone 20 years earlier. Recent estimates show that investing $1.8 trillion globally in five climate
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adaptation areas, including strengthening early warning systems in 2020-2030, could generate a
total of $7.1 trillion in new benefits (GCA 2019). Future investments to improve preparedness should
consider the compound impact of different hazards and crises, similar to the devastation wrought by
Tropical Cyclone Amphan in India and Bangladesh in May 2020, amid the COVID-19 pandemic.

Investments in adaptive social protection can build longer-term systems to protect the

poor and vulnerable population from future crises. Investments to integrate adaptive and
shock-responsive features into the design of social assistance programs can help build the adaptive
capacity of the poor and vulnerable, including women, to deal with future crises. Some examples

are as follows: using climate risk information to improve the targeting of social assistance programs;
introducing flexible design features that allow cash transfer programs to be scaled up after a climate
shock to support more beneficiaries, or to increase support provided to existing beneficiaries; linking
cash transfer programs to early warning systems so that the shock-responsive features can kick in
before disaster strikes; and strengthening links between social assistance programs and sustainable
livelihood programs to build resilience.

17. Five key intervention areas for recovery have been identified. The potential for a low-carbon and
resilient recovery to deliver strong economic benefits was supported by the findings of a study completed in May
2020 (Hepburn, O’Callaghan, Stern, Stiglitz, and Zenghelis 2020), involving a survey of 231 central bank officials,
finance ministry officials, and other economic experts. It assessed the performance of 25 major fiscal recovery
archetypes across four dimensions—speed of implementation, economic multiplier, climate impact potential,
and overall desirability—and recommended five key intervention areas for recovery

investment in clean physical infrastructure in the form of renewable energy assets, storage (including
hydrogen storage), grid modernization, and carbon capture and storage (CCS) technology;

building efficiency spending for renovations and retrofits, including improved insulation, heating, and
domestic energy storage systems;

investment in education and training, to address the immediate problem of unemployment due to
COVID-19 and structural shifts resulting from decarbonization;

natural capital investment for ecosystem resilience and regeneration, including restoration of carbon-
rich habitats and climate-friendly agriculture; and

clean research and development (R&D) spending.

In addition, for low- and middle-income countries, rural support scheme spending, particularly associated with
sustainable agriculture, ecosystem regeneration, or acceleration of clean energy installations, was recommended
(Hepburn, O’Callaghan, Stern, Stiglitz, and Zenghelis 2020).



I1l. Opportunities for a Low-Carbon
and Resilient Recovery

A. An Assessment Framework for Climate and Resilience Benefits

18. ADB has developed an initial assessment framework (Table) to assist its DMCs in evaluating
interventions for a low-carbon and climate- and disaster-resilient recovery, such as those found in the Appendix.
The framework provides a structured process and visual aid for evaluating, and comparing, the potential of the
interventions to achieve the intended recovery objectives by assessing the interventions against a set of key
requirements for COVID-19 recovery—or the characteristics of a “good recovery,” as discussed in section IIC.
Decision-makers can use the framework, tailored to reflect each DMC’s specific circumstances and recovery
objectives (as discussed in para. 16), to select and prioritize a package of interventions that will collectively
achieve those objectives and promote climate resilience through their medium-term recovery and longer-

term transformation efforts. The framework can also help decision-makers understand the potential negative
implications of certain interventions. A rapid initial assessment of potential interventions based on a qualitative
assessment of measures can be made (as shown in the table), or the framework can be developed further to
allow deeper analysis, including, for example, a separate assessment for each phase of recovery or a quantitative
assessment of the performance of measures. Briefly, the steps involved in this assessment would include the
following:

 Step 1: Define a clear vision for a recovery that leads to a climate- and disaster-resilient future.
A clear vision will build confidence, ensure a unified approach to the recovery, and allow the definition
of medium-term recovery and long-term transformation objectives. With this vision, countries can
define principles to guide the recovery, such as the following:

» putting people and their health first, to ensure that no one is left behind;

» taking a “build back better” approach to stabilizing the economy, promoting equitable growth
and investments that benefit all, and strengthening the localization of supply chains;

» promoting a transformational shift to a low-carbon and resilient development pathway
(and long-term “net zero”) and supporting a just transition, where benefits are shared equally;

» using the COVID-19 recovery to accelerate delivery of the SDGs;
» supporting investments that contribute to the productive asset base for the future; and

» committing to policy reforms, institutional change, and capacity building to sustain the
results of the recovery.

» Step 2: Define the objectives, requirements, and “good recovery” criteria. These will reflect
the country’s short-term economic recovery criteria, such as job creation, speed of implementation
(e.g., “shovel-ready,” or within 6 months), strong supply chain (e.g., shorter, more diversified, more
localized), and long-term requirements for achieving a sustainable low-carbon and resilient recovery,
including contribution to the productive asset base. The assessment can also be disaggregated at a
lower level. For example, criteria could be defined for specific phases, regions, or sectors.

* Step 3: Define how the performance of each measure against the “good recovery” criteria will
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be assessed. In the example presented in the table, a qualitative “high”-“medium”-“low” assessment
was used. This approach supports a more rapid assessment. A more detailed analysis could be done—
for example, by quantifying the “high”-“medium”-“low” assessment or assigning weights or scores to
certain criteria.

Step 4: Define the criteria for assessing climate and resilience benefits. These need to reflect
national priorities, including those in NDCs, NAPs, etc., and consider long-term decarbonization
(including net zero GHG emissions), as well as strengthening resilience and addressing vulnerabilities.

Step 5: Draw up a “long list” of potential low-carbon and resilient recovery interventions to be
assessed. This includes reviewing relevant national plans, such as NDCs, NAPs, National DRR Plans
and other related development plans, as well as associated investment pipelines, plans or programs
that have been identified. Organize these into relevant groups (e.g., direct investment, policy and
regulatory changes, institutional strengthening, and capacity development).

Step 6: Prepare the assessment framework. Reflect the decisions made in Steps 1-5 in the
framework, and identify and prioritize the intervention measures to be included in the package of
recovery interventions.

Step 7: Assess financing and supporting measures. Review the proposed package of interventions
considering the following:

» Conditionality stipulations, which may be required in cases where “brown” recovery
interventions are necessary for providing short-term relief to key sectors, or to sectors with an
important role in decarbonization. These stipulations could include any of the following: pledges to
reduce emissions, or plans for net zero; measures implemented to ensure that funds used support
workers and the creation of good-quality jobs, or skills development for a low-carbon and resilient
future; pledges to use funds to build more resilient and lower-carbon supply chains; and use of
funds to increase preparedness for extreme weather events. These could be further supported by
the focus of central banks on making sure investments—under the Network of Central Banks and
Supervisors for Greening the Financial System (NGFS, n.d.)—consider transition risks associated
with future climate policy or taxes (thus avoiding the risk of stranded assets).

» Potential sources of financing for the measures to confirm feasibility and identify specific climate
finance-related opportunities. Among the options to be considered are raising domestic revenue,
mobilizing private sector finance (including public—private partnerships), bringing in innovative
and “green” financial products (such as green or climate bonds), and leveraging international
climate finance. These need to take into account, and align with, the country’s detailed process for
developing its recovery budget.

» Supporting policy and institutional changes that will be necessary for long-term transformation
and the sustainability of recovery measures, as discussed in para. 11.

As part of the assessment process, the DMCs could also develop a checklist for assessing the alignment of
recovery interventions with international agreements, such as the Paris Agreement and the Sendai Framework,
incorporating aspects such as the following: (i) allowing fossil fuel investments only if they are clearly part of a
low-carbon transition; (ii) including carbon prices in the economic appraisal of support interventions, to ensure
that stimulus activities are appropriately priced; (i) checking whether the proposed actions align with a DMC’s
NDC, NAP, and national DRR plan; and (iv) including a climate and disaster risk assessment check that reflects
issues related to gendered vulnerabilities.
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Table: Framework for Assessing Low-Carbon and Resilient COVID-19 Recovery Interventions

Low-Carbon Development

Investment in low-carbon
(renewable) energy production
and energy storage infrastructure

Mgk ¢ Bm@ DI

Extension and modernization
of the grid to support higher
renewable penetration

i2¢Em DI

Public procurement program for the
purchase and installation of energy- |«

efficient appliances, lighting, and = ‘P Q m Dl
digital devices for public buildings

Incentives for home renovations and & il g
retrofits, including low- and zero- Lt
energy measures, in affected regions

P&R

Introduction of green tax regimes,
e.g., carbon taxes, carbon price floor \I’ g = P&R
(for industry)

Planning of urban green
redevelopment/regeneration and
sustainable spaces (smart cities)
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Opportunities for ADB to Support its DMCs

ADB can play a critical role in supporting its DMCs to pursue low-carbon and resilient

19.
development through recovery-related planning and implementation, thus maintaining its strong leadership
in climate change and disaster risk management in line with Strategy 2030 (ADB 2018) and ADB’s climate

targets. Each of the operational priorities of Strategy 2030 and the call to “build back better” in the context of the

COVID-19 recovery are strongly linked (Figure 1).

Figure 1: lllustrative Examples of Low-Carbon and Resilient Recovery Interventions Align with

Strategy 2030
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20. Operational priority 3 of Strategy 2030 is tackling climate change, building climate and disaster
resilience, and enhancing environmental sustainability. Key responses identified under operational priority
3 are wholly relevant to a low-carbon and resilient COVID-19 recovery - including scaling up support to address
climate change, disaster risks, and environmental degradation; accelerating low GHG emission development;
ensuring a comprehensive approach to build climate and disaster resilience; ensuring environmental
sustainability; and increasing focus on the water-food-energy nexus (Figure 2), meaning ADB support to its
DMCs to adopt a low-carbon and resilient recovery will align with ADB’s exisiting efforts towards operationalizing
its strategic framework, as well as aligning operations with the goals of the Paris Agreement (Figure 3). It will also
support ADB in achieving its climate finance targets, ensuring that at least 75% of its projects focus on climate
change mitigation and adaptation, while providing $80 billion in climate finance cumulatively by 2030. While
the scope or implementation of ADB’s support may be different during the COVID-19 recovery, and as a result
of the impact of COVID-19, the Paris Alignment principles adopted by ADB, together with other MDBs, are

still essential to guide ADB’s activities towards supporting the goals of the Paris Agreement. Governments in
many countries have limited capacity to deal with COVID-19. Their revenues having been curtailed by the crisis,
they have less fiscal space for the necessary reforms and investment. ADB must continue to support its DMCs
to prioritize climate and resilience action, despite the challenges they face as a result of COVID-19, through
technical assistance, help in planning institutional and policy reforms and setting these in motion, financing, and
integration of these considerations into country partnership strategies.

21. ADB could offer targeted support to promote low-carbon development and climate and disaster
resilience more explicitly by

* Providing technical assistance to help the DMCs with recovery planning, including support in using
the proposed assessment framework (described in section II1A) to identify and prioritize investments
in climate and disaster resilience and low-carbon development in recovery packages. An analysis
of possible policy and regulatory reforms, as well as stimulus activities, could be part of the support
provided. Where appropriate, ADB could access resources for technical assistance from its Climate
Change Fund to integrate climate and disaster resilience considerations in recovery planning
processes.

* Supporting the reassessment of the DMCs’ existing pipeline of projects or activities, to help align
stimulus packages with NDCs, NAPs, national DRR plans, and other relevant plans, and identify
priority projects on the basis of low-carbon and resilience criteria (focusing on projects that are ready
or close to ready). Where NDCs do not yet include concrete pipelines, ADB can support its DMCs
in developing the pipelines as part of their climate investment plans. This support could be provided
under ADB’s existing technical assistance platform, NDC Advance, which is helping the DMCs to
meet their climate objectives by translating their NDCs into climate investment plans, facilitating
better access to external public and private climate finance, and developing methods and tools for
monitoring progress on climate action.

* Supporting the DMCs to align COVID-19 recovery plans with the development of long-term low GHG
and resilient development strategies, or LTS, under the Paris Agreement, including Just Transition
elements. LTS are essential for the transition to net zero emissions and resilient economies, and
considering long-term goals and development pathways can help guide the DMCs with short-term
decision-making for COVID-19 recovery.
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Figure 2: Strategy 2030 Operational Priority 3
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* ldentifying opportunities to bring forward relevant projects that are already in the ADB pipeline, or
were recently proposed, and speeding up the appraisal and approval process, without compromising
due diligence. This could include examining opportunities under the Asian Development Fund
13 thematic pool on scaling up support for disaster risk reduction and climate change adaptation in
group A and group B DMCs to support resilience building in sectors that have been exposed as being
vulnerable in the current pandemic.

* Examining opportunities under relevant existing projects to support COVID-19 recovery-related
activities, such as the proposed Community Resilience Partnership Program, which is currently
being designed to support the DMCs in scaling up investments in local resilience that explicitly
address the nexus between poverty, gender, and climate and disaster risk, and the Urban Platform for
Climate Finance, which will assist cities in implementing climate-resilient and low-carbon investment
plans.

* Helping the DMCs to gain access to opportunities for blended finance, recognizing that multi-donor
cofinancing, including access to resources from multilateral climate funds such as the Climate
Investment Funds, the Global Environment Facility, and the Green Climate Fund, will be critical
to achieving a low-carbon and resilient recovery. This assistance could include, where possible,
supporting the DMCs in mobilizing financing quickly, for example, through available COVID-19
financing platforms and resources.

* Working through the ADB managed ASEAN Catalytic Green Finance Facility which is helping
the DMCs to incorporate green finance approaches and mechanisms into their recovery strategies
including through the preparation of country-specific green finance recovery proposals.

* Supporting the DMCs in obtaining access to carbon finance through new market mechanisms under
Article 6 of the Paris Agreement where appropriate, including providing technical, capacity building,
and policy development support through the Article 6 Support Facility, as well as mobilizing carbon
finance through ADB’s ongoing Japan Fund for the Joint Crediting Mechanism and the Climate
Action Catalyst Fund, which is being designed.

» Continuing to support policy and regulatory reform, such as the introduction of carbon pricing and
other environmental taxes, and the removal of fossil fuel subsidies to allow countries to find fiscal
space through reforms and budget reallocations.

* Supporting the review of budgetary priorities and the adoption of framework evaluation for
investment toward low-carbon and resilience (extending existing climate-related financial expenditure
and climate budget tagging work). This would also cover support for climate and disaster risk
mainstreaming into national development planning and budgeting.
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Figure 3: ADB and Paris Alignment

Six building blocks and
principles jointly agreed
by the MDBs as core
areas for alignment with
the Paris Agreement

Methods and tools identified
are screened based on criteria:

* Rigor
@% ¢ Potential for cross MDB
_,‘- standardization
“9} * Applicability
* Ease of implementation
* Feasibility

*Implemented according to
ambition and timeline that can
be differentiated by each bank

Alignment with
mitigation goals

Align internal
activities

ADB = Asian Development Bank; MDB = multilateral development banks.
Source: ADB 2019.

22.

Adaptation and
climate-resilient
operations

i
¥

PARIS
ALIGNMENT

Reporting

A second stage following from this technical note is envisaged, to

Accelerated
contribution to the
transition through

climate finance

BLOCK

Engagement
and policy
development
support

* develop further analyses and case studies on how to build climate and disaster resilience, and low-carbon
development elements, into sector- and country-specific recovery plans;

» examine the ADB pipeline and work programs to identify examples of the types of interventions identified
in this technical note that could form part of the recovery support, and from these develop case studies
on how to incorporate climate and disaster resilience, and low-carbon development elements, into the

recovery plans; and

* provide suggestions for the further development of the joint multilateral development bank framework for
alignment with the objectives of the Paris Agreement, in the light of the COVID-19 recovery interventions.



APPENDIX: Climate- and Disaster-Resilient
and Low-Carbon Recovery Interventions

The relevant interventions proposed in the literature reviewed in this technical note were grouped into those that
primarily address climate and disaster resilience, and those that are focused on low-carbon development, while
recognizing that some interventions have the potential to achieve both. The potential recovery interventions
were classified as:

* direct investment, e.g., in low-carbon or resilient infrastructure;
* policy and regulatory reform, e.g., tax reform, regulatory standards; or
* transformational change, i.e., deeper, more fundamental shifts to existing systems.

Countries also need to raise finance, e.g., develop new financial instruments and structures, and undertake
capacity building and institutional strengthening to support long-term change and a sustainable recovery.
Potential options for doing this are presented here after the recovery interventions.

Some interventions could be targeted to respond specifically to the health crisis and exposed vulnerabilities,
whereas others are more general and may not be new, but have high relevance to the coronavirus disease of 2019
(COVID-19) recovery.

A. Climate and Disaster Resilience

Direct Investment Investment in hard (engineered) resilience infrastructure (e.g., coastal protection) as part of a

stimulus package (e.g., to create jobs, local investment)

Investment in nature-based solutions (e.g., ecosystem-based flood protection, green spaces,
landscape restoration, watershed protection) to create jobs, etc.

Climate and disaster proofing of all infrastructure investment (adaptation) funded under
recovery or stimulus packages

Reorientation of public works programs to support adaptation and resilience (e.g., irrigation,
reforestation)

Investment in early warning systems (improving current, developing new systems) to build
greater resilience in general (for health surveillance, but also for other types of civil emergency)

Investment in research and development (R&D), pilot, and demonstration projects for climate-
and disaster-resilient goods and services (such as new drought- and flood-resistant crops), to
reduce future shocks

Investment in building the capacity and knowledge of female farmers through women-focused
investments

Investment in sustainable urban infrastructure and services (e.g., water, sanitation, and hygiene,
or WASH, and solid waste projects, to enhance health and disaster and climate resilience in
urban areas, including informal settlements)

Investment in rural support scheme spending, particularly with sustainable agriculture, to
provide rural stimulus and more robust logistics and supply chains
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Direct Investment, continued

Community-targeted approaches that engage women, including adaptive safety nets (e.g.,
shock-responsive contingency funds and cash transfers), as part of social protection

Development of skills development programs, including re-skilling and up-skilling of male and
female workers (and especially youth) in technical and vocational education to match green and
resilient investments and increase women’s participation in nontraditional sectors

Investment in rural enterprise finance and rural microfinance programs

Investment in new information technology infrastructure to increase resilience and continued
work, under crisis management and emergency response plans

Policy and
Regulatory Reform

Inclusion of resilience factors (e.g., climate and disaster risk considerations) in road standards to
ensure the resilience of stimulus investments

Integration of climate and disaster risks into prudential and capital market regulations

Introduction of financial incentive schemes (e.g., for resilient investment) to support immediate
recovery and sustain benefits over the longer term

Introduction of policy reform to enhance resilience (e.g., payment for ecosystem service
schemes) and promote a sustainable recovery

Active labor market policies and economic stimulus to strengthen job creation in resilience
sectors

Flexible and responsive labor market policies that are adaptive in times of crisis, formulated as
a collaborative effort by government, the private sector, civil society organizations, and social
partners

Transformational
Change

Q

Reform of government, governance, planning and policy (e.g., toward more social justice and a
citizen-led transformation)

Urban green transformation

Transformation of rural food and land-use systems, including shift to sustainable, localized,
and resilient production, and assistance in building the resilience and robustness of value and
supply chains

Rethinking of land-use development patterns, especially in highly-at-risk areas, toward resilient
cities that can weather future shocks and stresses

Well-being national accounting (e.g., away from gross domestic product)

Capacity Building/
Institutional
Strengthening

Support for the developing member countries (DMCs) in developing resilience investment
pipelines for the recovery packages

Capacity building and policy support to incorporate priorities reflected in nationally determined
contributions (NDCs), national adaptation plans (NAPs), and national/local disaster risk
reduction plans into recovery plans

Capacity building for mainstreaming climate and disaster resilience into national development
planning (green budgeting) alongside recovery planning

Strengthening of institutions and capabilities to assess, prepare, and reduce complex, systemic
risks, including climate and disaster risks

Capacity building for the implementation of labor market programs, integrating resilience
considerations

Improved coordination between government agencies at the national and subnational levels,
and horizontally across ministries and departments, leading to setting of resilience priorities,
appropriate sequencing, and policy coherence

Increased public preparedness through better awareness of the impact of the climate crisis,
disaster risks, resilience, and actions in case of an emergency

Capacity building to increase women'’s resilience to climate and disaster risk
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Finance Issue of insurance-linked securities (e.g., catastrophe bonds, resilience bonds), to help raise

finance for recovery plans (with resilience focus)
Debt restructuring (e.g., debt swap examples for marine conservation and adaptation) for
recovery and direct investment financing
Use of insurance instruments (e.g., sovereign disaster insurance pools, nature-based insurance,
indemnity disaster insurance, parametric disaster insurance, guarantees)
Improved information and disclosure of climate risk (transition risk), and introduction of
(mandatory) climate-related financial disclosure to enable investors to make informed
decisions on post-COVID-19 investment
Use of forecast-based finance (forecast-based triggering of the disbursement of resources to
threatened communities before extreme events hit)
Blended finance (e.g., special-purpose vehicles for climate resilience), to help raise finance for
recovery packages
Use of public financial management risk retention instruments (e.g., reserves, contingent
disaster financing) to strengthen fiscal resilience in the event of shocks

B. Low-Carbon Development

Direct Investment

Investment in low-carbon (renewable) energy production and energy storage infrastructure

Extension and modernization of the grid to support higher renewable penetration

Investment in electric vehicles and electric charging infrastructure, in cycling and walking
infrastructure, and (post-pandemic), in low-carbon public transport

Investment in low-carbon heat systems, including community schemes

Investment in low-carbon research and development (R&D), pilot, and demonstration projects
(e.g., battery, hydrogen, carbon capture and storage)

Public procurement of energy-efficient appliances, lighting, and digital devices for public
buildings

Investment in large-scale landscape restoration, green space, and reforestation programs

Development of low-carbon skills development programs, including re-skilling and up-skilling
of male and female workers (and especially the youth) in technical and vocational education
and training (TVET) for low-carbon and other industries, to address the immediate problem
of unemployment due to the COVID-19 pandemic and structural shifts resulting from
decarbonization. This intervention includes facilitating and increasing women’s participation in
nontraditional sectors.

Investment in broadband connectivity and digital infrastructure to build on the global
teleworking experience and encourage smart working (which indirectly contributes to low-
carbon lifestyles)

Policy and
Regulatory Reform

Introduction of new energy efficiency standards or regulations (e.g., for appliances, low-carbon
building standards, vehicles)

Introduction and strengthening of incentives for new climate-smart technologies (e.g., battery,
hydrogen, carbon capture and storage)

Al A

Introduction and strengthening of incentives for home renovations and retrofits, and the
accelerated construction of low- and zero-energy buildings (especially public buildings)

Introduction of credit lines, guarantees, employment support, and tax exemptions for micro,
small, and medium-sized enterprises (MSMEs), including women-led MSMEs, to promote
investments in low-carbon and energy-efficient measures

Reduction or removal of fossil fuel subsidies

Introduction of green tax regimes (e.g., carbon taxes, carbon price floor) for industry

Introduction of financial incentive schemes (e.g., for electric vehicles) and removal of barriers
(e.g., import taxes for solar energy)
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Policy and Regulatory Reform, continued

Introduction of policy reforms to support renewable energy investment (e.g., renewable energy
tariffs)

Reconsideration or reform of other subsidies to lower greenhouse gas (GHG) activities (e.g.,
removal of agricultural subsidies that could lead to inefficient use of resources or prevent
behavioral changes that promotes resilience)

Introduction of conditional bailouts (e.g., support for carbon-intensive industries and firms
contingent on commitment to emission reduction targets or a low-carbon transition)

Active labor market policies and economic stimulus to encourage job creation in the green
sector

Transformational
Change

O

Transformation of food and land-use systems (e.g., reducing the carbon footprint of food
value chains and shifting to sustainable and low-carbon production)

Acceleration of economic diversification (away from fossil fuels)

Reorganization and prioritization of planning toward urban green redevelopment or
regeneration and sustainable spaces (smart cities)

Introduction of net-zero targets

Development and scale-up of radical transport (universal and comprehensive public
transport, car-free streets)

Development of new industrial plans to promote radical restructuring

Capacity Building/
Institutional
Strengthening

Support for the development of green investment pipelines for stimulus packages

Support for the incorporation of NDCs into recovery plans (e.g., using climate investment
plans linked to NDCs to identify potential investment projects)

Strengthening of international and regional coordination and cooperation in supporting DMCs
in the recovery phase

Development of energy master plans to support a long-term shift to low- or zero-emission
economies as part of COVID-19 forward planning

Capacity building and policy support for mainstreaming climate change considerations into
national development planning (green budgeting) alongside recovery planning

Finance

Increased uptake and use of green bonds, climate bonds, and sovereign blue bonds to help
increase finance for recovery packages

Additional financing instruments to support private investments in green projects such as
guarantees

Improvement of information and disclosure of climate risk (transition risk), and introduction
of (mandatory) climate-related financial disclosure to enable investors to make informed
decisions on post-COVID-19 investment

Reduction of information asymmetry by improving and, standardizing metrics for the
classification of assets as “green” or “brown”
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Accelerating Climate and Disaster Resilience and Low-Carbon Development through the

COVID-19 Recovery
Technical Note

The coronavirus disease (COVID-19) pandemic is a major global crisis requiring national, regional, and
global intervention. The scale of the crisis and the associated size of the response mean that decisions
governments make now will influence systems, create assets, and define development directions well into
the future. The Asian Development Bank has developed this technical note to help its developing member
countries accelerate climate and disaster resilience and low-carbon development through the design of
COVID-19 recovery interventions. It proposes an assessment framework that decision-makers can use to
select and prioritize a package of recovery interventions that will collectively achieve recovery, climate, and
resilience objectives.
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